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Motivation 
• What are the economic consequence of
increasing poverty & inequality in the western
pluralistic societies?
• Does social isolation aggravates the impact of
poverty and consequently reduce GSP per
capita across the US states?
• How do policies address the long term
consequences like ‘intergenerational breeding
of poverty”?
US Studies on inequality, poverty and 
economic growth 
• Bhatta (2001): Initial level of poverty is 
negatively associated, and initial level of 
inequality is positively associated to economic 
growth across MSAs
• Rupasinga et.al. (2002): Higher level of income 
inequality is associated with lower level of 
economic growth in US counties
• Partridge and Rickman (2005): Policies that 
increase employment growth and education 
would have strong anti-poverty effects in High-
poverty Non-metropolitan counties 
Diversity and Economic Outcomes 
• Conflict of preferences, provision of public
goods and redistributive policies (Easterly and
Levine 1997, Alesina et. al. 1999, Alesina and
Glaeser 2004)
• Diversity, and interpersonal trust (Knack and
Keefer 1997, Zak and Knack 2001, Collier and
Gunning 1999, Alesina and Ferrera 2002,
Putnam 2000, Uslaner 2010)
• Diversity and social divergence (Grafton,
Knowles and Owen 2004, Grafton, Kompas and
Owen 2007, Ratna, Grafton and Kompas 2009)
Diversity, Knowledge interactions & Barriers to 
communication
Barriers to communication created through
differences in language, ethnicity or religion,
deter the ‘cross-fertilization’ of ideas and
knowledge due to lower social interactions
across the groups and, hence, have negative
impact on productivity (Grafton, Kompas and
Owen 2007)
,
Social Isolation and economic 
outcomes 
• Social Isolation and ‘inclusive’
multiculturalism ( Ratna, Grafton and
MacDonald 2012)
• Economic Payoff in Multicultural Cities in
the US (Ratna, Grafton, To & MacDoland,
2010)
Immigration and labour market outcomes
• Substitutability between native and immigrant
workers: Borjas (1994, 1995, 1999, 2001, 2003),
Card (1990, 2001), Manacorda et.al. 2010))
• Economic value of cultural diversity, cultural
diversity
(Ottaviano & Peri 2005, Ottaviano & Peri 2005)
• Task specialization and substitutability ( Peri and
Sparber)
– High skilled workers (2008)
– Low Skilled workers (2007)
Empirical model
Per Capita Income, Poverty and Isolation 
ln ( GSP per capita)
51 States 48 States Robust SE
Poverty -1.358***
(-2.96)
-1.277**
(-2.34)
-1.380***
(3.04)
Poverty * LI -7.139**
(-1.96)
-8.024**
(-1.79)
-5.862*
(1.52)
Education 1.434**
(2.51)
1.665***
(1.84)
1.146**
(2.65)
Manufacturing 1.371***
(3.38)
1.612***
(3.53)
1.345***
(2.72)
Population Density NS NS NS
Years FE Yes Yes Yes
State FE Yes Yes Yes 
Robustness check 
• Pooled OLS vs. Random Effect
– Breusch Pagan Test : chi2(1) =  113.4 
P-value =0.0000  
• Fixed vs. Random Effect
Hausman Test: chi2(7)= 25.22 
P–value= 0.0007
• Omitted Variable Test 
– F test (2, 87)=0.16
Prob >F= 0.8519
Current policies 
• Expenditure on selected programs
Increase in Social Insurance program
Program   1999 2009
OASI   424 568
Medicare  270 519
UI  26 122
Medicaid   260 392
 
Poverty and Program Participations 
among Immigrant Children : Borjas 2011
• Poverty and program participation rates 
among different groups of immigrant children 
is strongly correlated with their program 
participation and poverty status when they 
become young adults
• Children with two immigrant parents are the 
most affected group( almost 50%)
• Foreign-born children has the highest poverty 
rate, but US-born children has highest 
program participation rate 
Suggestions: Inclusive Welfare Policies 
• Future Research 
• Are the poverty rates of some demographic 
groups are higher than the others? 
• What are the economic consequences of 
exposure to childhood poverty and program 
participation? Are these different across 
immigrant groups?
• Is Cultural Integration a precondition for 
economic assimilation of second-generation 
immigrants? 
